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SOME RECENT LITERATURE 


Law ye rs’ Reference Nervice Plans 


The latest plans on this much discussed subject appear in com- 
mittee reports in “Chicago Bar Record” for July, 1940; Oregon 
Law Review Supplement, February, 1940, and the “Bar Bulletin” 
of the Los Angeles Bar Association for June, 1940. 


International Federation 


Those interested in Mr. Streit’s “Union Now,” may also be in- 
terested in “A Federation for Western Europe,” by W. Ivor Jennings, 
recently published by the MacMillan Company and containing a 
“rough draft” of a “constitution.” 


A leading historian’s view of constitutional needs and the bear- 
ing of history on current modern problems appears in Prof. C. H. 
MeclIlwain’s “Constitutionalism and the Changing World,” also a 
MacMillan publication. 


Stare Decisis 

Two articles on the current trend as to the effect of “overruling 
decisions” — whether “retrospective” or for the future,— one by 
Prof. Spruill, in the North Carolina Law Review for April, 1940, 
and one by Prof. Snyder in the Jilinois Law Review for June, 1940. 





A NEW FLAG SALUTE ITEM 


(From The Boston Post Aug. 22, 1940) 


“Batu, Me., Aug. 21 (AP). The Maine Association of Municipal 
Judges proposed today that all judges have courtroom audiences 
salute the American flag before proceedings began. 


“The Association, voting unanimously, decided to leave it to the 
discretion of each judge as to when to begin enforcing the salute 
proposal.” 





NOTEE 

This plan, if adopted, seems likely to cause disorderly interrup- 
tions of judicial proceedings. 

Recent occurrences in Maine suggest the advisability of leaving 
schoolchildren alone and considering the advisability of separat- 
ing “effervescent” religious fanatics from fire-arms. The constitu- 
tional right to bear arms is subject to reasonable conditions. 
“Jehovah's Witnesses” will have to learn to practise some of the 
toleration toward others which they expect others to show toward 
them. They are not the only “Bible Students” in the world. 
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REGULATION OF WAGES AND HOURS 
IN LAWYERS’ OFFICES? 
NOTICE FROM THE MINIMUM WAGE COMMISSION. 


Every lawyer in Massachusetts should read the following pro- 
posals and consider their effect. The first hearing before the commis- 
sion was held in the State House on August 5th, 1940. Other hearings 
are announced in the press for August 19th, at 7 P. M., and September 
10th., at 10:30 A. M., in the Gardner Auditorium at the State House. 
The commission will be glad to receive comments and suggestions. 


THE EDITOR WILL BE GLAD TO RECEIVE COPIES OF ANY COMMENTS OR 
SUGGESTIONS SENT TO THE COMMISSION. 


—EDITOoR. 


NOTICE 
COMMONWEALTH OF MASSACHUSETTS 


—Department of Labor and Industries, Minimum Wage Commission, Office 
Workers’ Wage Board. The Minimum Wage Commission is in receipt of the report 
of the Wage Board established in the Office Workers Occupation. The Board, 
consisting of seven members, has submitted a unanimous report which has been 
accepted by the Commission. Following is the report of the Wage Board with 
its recommendations, accompanied by the administrative regulations of the Mini- 
mum Wage Commission. The Office Workers’ Wage Board of seven members has 
held ten meetings at which all members were present and hereby submits the 
following unanimous report of its findings and recommendations for women and 
minors employed in the occupation. 


1. The Board recommends for experienced employees in the occupation a 
minimum rate of $16.50 per 40-hour week and for inexperienced employees in the 
occupation a minimum rate of $15.00 per 40-hour week. All time worked over 
40 hours shall be paid on a pro rata basis. 


2. The Board recommends for part-time experienced employees in the occu- 
pation a minimum hourly rate of forty-five (45) cents, and for part-time inex- 
perienced employees a minimum hourly rate of forty (40) cents. 

3. The Board recommends for experienced office boy or girl messengers in 
the occupation a minimum rate of $13.50 per 40-hour week after one year’s 
experience, and for inexperienced office boy or girl messengers in the occupation 
a minimum rate of $12.00 per 40-hour week. 


SPECIAL PROVISIONS 


Piece Rates—The wages paid piece workers shall be so adjusted that every 
woman or minor so employed shall earn for any given period of employment not 
less than the time wages herein prescribed for such period. 

Waiting Time—Time during which employees are required to wait on the 
employer's premises and no work is provided by the employer shall be counted 
as working time and paid for at the individual worker’s regular wage rate. 


ADMINISTRATIVE REGULATIONS 
Definitions: 


1. The Office Workers’ Occupation includes all employees engaged as stenog- 
raphers, bookkeepers, typists, billing and filing clerks, cashiers, checkers, in- 
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voicers, office machine operators, auditors, and all kinds of clerical workers in 
any general or professional office or offices. 


2. Experienced Workers—All employees, irrespective of age, who have had 


at least three months or its equivalent of full-time employment in any general or 
professional office or offices. 


3. Messengers—Any boy or girl employed as a messenger shall be considered 
experienced after one year’s employment in any general or professional office or 
offices. 

4. Part-Time Employment—Any week of twenty (20) hours or less is con- 
sidered as part-time employment. 


5. Full-Time Employment—Any week of over 20 hours, up to and including 
40 hours, shall be considered as full-time employment. 


6. Minors—Employees of either sex under twenty-one years of age. 


7. Employees—Women and minors employed in general and_ professional 
office or offices. 


REGULATIONS 


1. Deductions—(a) No deductions, unless required by law, shall be made 
from the minimum fair wage rate without the consent of the employee and the 
approval of the Minimum Wage Commission. (b) No woman or minor whose 
earning capacity is impaired by age, injury, or physical or mental deficiency 
shall be paid less than the minimum fair wage rates until application is made 
and a special license issued by the Minimum Wage Commission. 


2. Certificate of Age—Every employer shall keep on file a certificate of 
proof of age for each minor employed in the Office Workers Occupations. 

3. Records—Every employer shall keep in a form approved by the Mini- 
mum Wage Commission the name, address and occupation of each employee as 
herein defined, together with a record of the hours worked, the hourly rate paid, 
and the wages paid in each week to each employee and shall make such form with 
such certification as the Minimum Wage Commission may prescribe. 


4. Statement to Employees—The employer shall give to each employee at 
the time this order becomes effective and to each new employee with the first 
week’s pay, a wage rate sheet showing the minimum hourly wage rates established 
by this order. If the employee is hired on any other basis such rates must be 
fully set out and the employee must be informed that the wages paid piece workers 
are so adjusted that every woman or minor so employed shall earn in any given 
period of employment not less than the time wages herein prescribed for such 
period. 


5. Posting Notices—The employer shall post and maintain in a_ con- 
spicuous place in every room in which women and minors are employed, a notice 
issued by the Minimum Wage Commission setting forth the provisions of this 
order and of the administrative regulations hereto applicable and such other and 
further notices as the Commission may require. 


A public hearing will be held by the Minimum Wage Commission on the 
foregoing recommendation of the Wage Board and the proposed administrative 
regulations in Room 460, State House, Boston, on Monday, August 5, 1940, at 10:30 
o'clock. 

Cuartes H. Core, Chairman 
Lewis R. Hovey 
Joun L. Campos 

Minimum Wage Commission 
Mary E. MEEHAN 


Executive Secretary. 


STATE BAR ORGANIZATION. (OR INTEGRATION ) 


LETTER SENT TO PRESIDENTS AND SECRETARIES OF LOCAL BAR 
ASSOCIATIONS IN MASSACHUSETTS BY THE PRESIDENTS OF THE 
MASSACHUSETTS BAR ASSOCIATION AND THE LAW SOCIETY OF 
MASSACHUSETTS WITH THE ENCLOSURES REFERRED TO. 


July 2, 1940. 


Dear Sir: 


The state bar, or bar integration, movement has now reached 
Massachusetts, and there seems to be every likelihood that our state- 
wide and local bar associations, and the bar as a whole, may be called 
upon by next fall to take a definite position for or against the organiza- 
tion of the bar of the Commonwealth. 


During the past twenty years, in twenty-three states, the bars 
have been completely organized, either by legislation or under rules of 
court. so that every member of the bar in the state is a member of an 
organized bar with the right to vote for officers and to take part in the 
meetings and to contribute toward the expenses of the profession in the 
performance of the functions of the bar, both for the benefit of its 
members and in the public service. The state bars thus organized have 
not superseded, or excluded, the existing bar associations in the 
different states. 


The organization of a Massachusetts state bar was suggested 
by eminent Massachusetts lawyers as early as 1848. Two years ago 
several bills were introduced in our legislature to establish a state bar 
organization. Our Judicial Council has recommended a form of state 
bar organization. 1ne movement has the support of the American 
Judicature Society and ot the American Bar Association. 


In spite of these facts, few of us are, as yet, sufficiently advised 
to form an intelligent judgment. In order that every member of the 
bar may know the advantages and disadvantages of bar integration 
as applied to conditions in Massachusetts, and that each local associa- 
tion may consider what effect an organized state bar might have upon 
its own activities, the Massachusetts Bar Association and the Law 
Society of Massachusetts join in requesting your active cooperation, 
and that of your association, in bringing to the attention of your mem- 
bers such information as is now available on the subject, and in impress- 
ing upon them the desirability of its immediate and careful study. 

If no form of state bar organization is needed in Massachusetts, 
we must be ready to meet the arguments of the advocates of integra- 
tion with something stronger than the epithet “regimentation.” If 
some form of state bar organization is desirable, we believe that the 
responsible lawyers in every community should have the information 
necessary to enable them to advocate the form of organization best 
adapted to our needs. 


At the present time we are not prepared to take sides in the discus- 


sion; our only recommendation is that the question be thoroughly 
studied and fully discussed. 








As a basis of discussion we are enclosing a tentative draft of a 
plan for organization of the bar of the Commonwealth, published in 
the Massachusetts Law Quarterly for January-March, 1940. For a 
broad discussion of the subject as a whole, with the opinions of lawyers 
in the states which have organized state bars, we recommend a study 
of the Special Number of the Bar Bulletin of May 15, 1940, a copy 
of which is also enclosed. A limited number of copies of both pam- 
phlets are available. In the event that you should wish additional 
copies for members of a committee of your association appointed to 
consider the matter, kindly let us know at once how many will be 
needed. 

We shall be glad to cooperate with any officer or committee which 
your association may have or may appoint to look into the question 
or to debate it and shall be glad to receive suggestions. 

In acknowledging receipt of this letter will you kindly let us 
have the name of the official, or members of the committee, who will 
have the matter under consideration. We should also like to know, 
as early as possible, whether any of the younger members of your 
association would be interested to engage in a debate on the subject. 

Please address all replies to one of the undersigned or to Theodore 
Chase, Esq., 53 State Street, Boston, Massachusetts. 


JoserpH WIGGIN 
President, Massachusetts Bar Association 
27 State Street, Boston, Massachusetts 
Henry P. FIELDING 


President, Law Society of Massachusetts 
6 Beacon Street, Boston, Massachusetts 


LAW OFFICE ORGANIZATION 


How to Make the Lawyer’s Office More Efficient—Business-Like 
Management Brings Economy and Effectiveness—Practical 
Suggestions as to Principles and Procedure 


By RecinaLp HEBER SMITH 
of the Boston, Massachusetts, Bar 


(Reprinted from American Bar Association Journal by permission) 


INTRODUCTORY STATEMENT 

The following paper on the organization and management of a 
law office appeared in the AMERICAN Bar AssociATION JOURNAL for 
May, June, July and August, and has attracted much interest and 
resulted in much correspondence, inquiry and comment from lawyers 
in all parts of the country, including Massachusetts. The inquiries 
suggest that many Massachusetts lawyers, regardless of the size of 
their office force, may find helpful, practical suggestions in the article 
if they have it at hand for convenient reference and study. Accordingly, 
it is reprinted in the “QUARTERLY” as a professional contribution by 
Mr. Smith. 

After leaving the Harvard Law School in 1914, Mr. Smith served 
for five years as general counsel of the Boston Legal Aid Society. Then 
after a country-wide study of small claims courts and other lower 
court machinery, he prepared the volume entitled, “Justice and the 
Poor,” which appeared in 1919 with a foreword by the late Elihu 
Root. The influence of this book has been, not only nation-wide, but 
international, and is still continuing. In Massachusetts, it led to the 
first report. of the Massachusetts Judicature Commission containing a 
recommendation of the first STATE-WIDE “small claims’ PROCEDURE, 
which was adopted in 1920 and has been in effective operation ever 
since. From 1921 to 1938 Mr. Smith served as Chairman of the Com- 
mittee on Legal Aid of the American Bar Association and has con- 
tinued his work and influence in the development of machinery to 
bring justice within the reach of those who need it and ought to have 
it, but cannot afford expense. 

The present article, the result of many years of experience as 
managing partner of a large law firm, is another professional service 
to the bar which seems likely to help many lawyers in matters of 
detail during a difficult economic period by presenting a moving picture 
of a modern system in action. 

—EpiTor. 


Ou legal periodicals and bar association reports are full of articles 
about the proper organization of the courts and the efficient ad- 
ministration of justice but for some strange reason they are virtually 
barren of articles about the organization of law offices and the efficient 
practice of the law. Certainly it is essential that the citizen should have 
his day in court as promptly and as cheaply as possible but it is just 
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as important that when he wishes to consult a lawyer about a matter of 
litigation or needs legal advice or legal instruments drawn he should 
be able to obtain expert service without delay and at minimum cost. 
These desirable ends are much more likely to be produced by a well 
organized office than by one in which there is no real system and 
where the organization is haphazard. 

By temperament most lawyers are strong individualists and in- 
stinctively they shy away from the idea of a “system,” fearing that 
it implies a lot of rules, rigmarole, and restraints. We are apt to take 
refuge in the thought that after all we are engaged in a profession and 
not a business. But does it follow that we are entitled to practice our 
profession in an unbusinesslike manner? The statement that a law 
office needs an accurate cost accounting system seems revolutionary, 
but if every business concern has to know its costs, why should the law 
office be immune? Finally, there is a widely held idea that carefully 
planned organization is an expensive luxury which only the very large 
firms can afford. I should put it the other way around; I think it is the 
smaller firms handling the average legal business of average people 
which are most in need of efficient organization. I believe that the 
basic principles of organization are just as applicable to a two-man 
firm as to one of ten partners or to one having fifty lawyers on its staff. 

In this series of four articles for the JoURNAL | shall not try to 
present “the perfect system.” I shall simply endeavor to describe a 
system that has been in actual operation for twenty years and has 
worked reasonably well. Since there is no mystery about it | ought to 
be able to make its essential features clear to any practicing lawyer 
and I can assure him in advance that he will not encounter a lot of tech- 
nical jargon. In any event, the articles are written in the hope that they 
may be of some interest and benefit to the profession at large. 


Wuat A Goop OFFICE ORGANIZATION BRINGS TO THE LAWYER 


At the outset and, frankly, to lure the reader on, let me record my 
conviction that system and organization have produced for us the 
following benefits: (1) the elimination of waste has saved thousands 
of dollars. and a dollar saved is a dollar of added income. (2) The 
attorneys have been able to produce the best work of which they were 
inherently capable. (3) Morale and esprit de corps have been kept at 
a high pitch because the men believe the rules of the system are fair; 
indeed they have made the rules themselves. (4) That nightmare of 
partnerships—how to divide the profits justly among the partners— 
has been dispelled. That problem has always tended to be a disruptive 
force in partnership life; but no partner has ever left us to join any 
other firm. (5) Cost control has enabled us to handle at a moderate 
profit a great many small cases which otherwise we should have handled 
at a loss or perhaps not at all. (6) We have been enabled to grow from 
a small group of men to a somewhat larger group. 

The extinction of the dinosaur proves that mere size is no guar- 
antee of survival in the competitive struggle for existence. Neither is 
mere smallness a guarantee. The best statement I have found is in “The 
World and Man as Science Sees Them” (University of Chicago 1937) 
at page 252: 
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“Mere increase in size, as such, is of no benefit to an institu- 
tion, a population, or the body of a living organism. The value of 
such an increase hinges entirely upon the possibility that the larger 
organization may be able to maintain itself more effectively in 
certain environments, may accomplish certain useful things that 
the smaller organization could not, or may discharge certain 
functions more efficiently.” 

In the practice of law, the growth of the firm-organization to a 
reasonable size in harmony with its community-environment enables its 
men, to a greater or less degree, to specialize in their work. Specializa- 
tion is the first key to maximum efficiency and minimum cost. 


ADVANTAGES OF SPECIALIZATION 


The service the lawyer renders is his professional knowledge and 
skill. but the commodity he sells is time and he has only a limited 
amount of that. Efficiency and economy are a race against time. The 
great aim of all organization is to get a given legal job properly done 
with the expenditure of the fewest possible hours. 

A brief analysis lays bare the root problem that confronts every 
man who tries to earn his living by practicing law. The law is so vast 
that no man can know it all and no one pretends to. A client’s case 
(let us say an income tax matter) involves a point with which 
the lawyer is not familiar. Probably he can find the law, but 
it may take him ten hours, whereas the specialist in tax law should 
be able to answer the same question in half an hour. The general prac- 
titioner either must spend the ten hours or fail to give his client fully 
competent advice. The client may be able to pay for one hour of time but 
not for ten. The nature of the case and the amount involved may not war- 
rant the expenditure of over five hours. The logical solution then would 
seem to be to have lawyers specialize in the great fields of the law and 
along functional lines—one to devote himself to real property law, a 
second to corporation law, a third to taxes, a fourth to the trial of 
cases in court, and so on. 

But most clients do not go to lawyers because they are specialists 
in a given field; they generally are not even aware of it. They go to a 
given lawyer because they know, like, and trust him. The client with a 
tax case is just as likely to go to the real estate expert and the client 
with a land problem to go to the tax expert. Each lawyer who has re- 
ceived a case is hesitant about referring it to the appropriate expert. 
Perhaps he ought to and if he is very busy, he may, but it is human nature 
not to want to lose a case and possibly a client. Self-preservation is here 
at cross-purposes with efficiency. 

It is in the public interest and in the lawyer’s own interest that this 
problem should be resolved. It is plainly in the public interest that all 
its essential services shall be performed as efficiently as possible. This 
applies to legal services. If new lay agencies, being less hampered by 
tradition and custom, discover or invent ways of getting things done 
more efficiently and more cheaply, they will constantly encroach on 
what have been regarded as the prerogatives of the legal profession. 
Committees on Unauthorized Practice of the Law have done splendid 
work but they will ultimately be in the position of King Canute if the 
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organized Bar lets them down. There is no reason for the Bar to 
default. The Bar can do anything lay agencies can do, and because of 
education, discipline, and standards, can do it better, provided only 
that the Bar will adopt and utilize modern principles of systematic 
organization, which the lay agencies do use but on which they need 
have no monopoly. 


THE PARTNERSHIP ForRM 


The partnership form permits a group of members of the Bar who 
are specialists to associate themselves together in one organization. 
Then, to continue our analogy, the client with the tax case who comes 
to the partner who happens to be a real estate expert need not be sent 
out of the office; the attorney can either get the advice from his own part- 
ner who is a tax expert or he can introduce his client to that partner. 
There will be just one fee and that must somehow be shared by the two 
partners. System means a plan upon which the partners can agree, 
providing for the fair division of such fees. They will need to have 
certain records but the system can be built up from a very few original 
entries which the lawyers must make themselves; everything else can 
be done for them by clerical assistants. 

The picture has been over-simplified. A firm is a great deal more 
than a number of experts working in water-tight compartments. All of 
the lawyers will be able to handle many types of cases that are common 
in general practice but there will be a steady trend for men to follow 
their special inclinations and aptitudes and more and more to devote 
themselves to a special part of the law and constantly to study that field 
and keep abreast of all new decisions, statutes, regulations, and rules 
that affect it. Inevitably, through years of application and experience, 
the specialist becomes more and more efficient and proficient. 

The incidence of legal business, furthermore, is very uneven and 
is not always correlated to pure legal ability. Some lawyers by virtue 
of reputation, personality, friendships, connections, and similar factors 
have more work than they can handle; some lawyers have too little. 
Also it is a common experience that work tends to “come in bunches.” 
In a partnership of reasonable size these inequalities can be evened 
out to a considerable extent provided the men in the organization will 
freely avail themselves of each other’s time and skill. The system must 
encourage them to do precisely that; in fact it must reward them for 
so doing. When all the men feel that the system is fair to them 
and they can work happily together as a team, maximum output is 
achieved, the work is accomplished in the minimum amount of time, 
and the clients are well served. 

Any vital organization, like an organism, is structurally one indi- 
visible unit, but it is convenient to analyze it from different points of 
view and we shall use the following: 


First, the client comes to the office. 
Second, the lawyers work on the case. 
Third, the organization around the lawyers. 


Fourth, system and management. 
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1. THE CLIENT COMES TO THE OFFICE 

The lawyer’s office has to be as near as possible to the courts, gov- 
ernmental offices, other lawyers, the banks and business in general and 
it has to be accessible to clients. This means a central location and 
that entails high rent and rent is second only to payroll as an operating 
expense. But it is worth the price because it saves the lawyer's time 
and, as we shall repeatedly see, economy is basically a race against 
time. 

Legal business is confidential; clients need to talk with the lawyer 
in a private office. The offices in a partnership necessarily consist of a 
series of private offices. So far as it is possible the firm should select 
space that can be cut up into fairly small economical unit offices without 
leaving a great deal of interior space that is dark. Good light is a god- 
send to anyone who works in a law office. 

Also, so far as possible, the secretary or stenographer who works 
for a given lawyer should occupy an office immediately adjoining his. 
That saves many steps and much time. On a blue-print the “pool” or 
“kitchen” plan for handling stenographic work looks good. The steno- 
graphic force works together in a common room; when a lawyer 
needs a stenographer he presses a button which gives a signal and the 
girl who is not busy goes to his room. We have almost completely aban- 
doned that plan. It ignores human nature and it is not efficient. If one 
or two girls are assigned to each attorney they become familiar with 
his work, his cases, and his clients. They know names and addresses 
without being told; they know how the letter should start (whether it 
is Dear Mr. Jones or Dear Bill) and they know how it should end 
(whether Sincerely yours, Very truly yours, Affectionately yours, or 
what not). These are not trifles. Clients, like all human beings, are 
sensitive on this score. A misspelled name can ruin the whole effect of 
an otherwise excellent letter. And it must not be overlooked that under 
modern conditions a substantial part of a lawyer’s work is conducted 
by correspondence. A good secretary who becomes familiar with a 
man’s work and his own method of work can save him an enormous 
amount of time. In fact it is like giving him two more eyes and hands 
and feet. Because he has only a limited amount of time, the lawyer, 
during office hours, should do nothing but practice law. Everything else 
that can be done for him should be. His secretary can keep his personal 
books, pay his bills, draw his checks, buy his railroad tickets, and so 
on. When a lawyer comes face to face with the actual cost of an hour 
of his time. he keenly realizes why he cannot afford to waste it. 

By the same token a good telephone operator can save a lawyer a 
great deal of time. She is more efficient because she becomes expert; 
if there are delays, the line is busy, or if a party has to be traced, let 
her time be used, and not the lawyer’s, because hers is so much less 
expensive. 

Tue Reception Room 


Most of us dread going to the dentist. We forget that a good many 
people are timid about coming to a lawyer’s office. A comfortable re- 
ception room, presided over by a polite and agreeable reception clerk 
does much to allay the feeling of fear. It gives to the client his first 
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impression of the firm and first impressions are tremendously im- 
portant, as hotel men have long since learned. The room need not be 
elaborate, but it must be clean, the newspapers and periodicals must be 
up to date, and a few fresh flowers which cost almost nothing add an 
encouraging touch that is especially appreciated by women. 

It is preferable that the telephone operator should be in an ad- 
joining but separate room. Then calls being put through are not over- 
heard by those waiting in the reception room. 

Attorneys leaving the office tell the reception clerk where they are 
going and when they expect to return and she gives this informa- 
tion to the telephone operator. Telegrams, messages, deliveries all come 
to the reception desk. A record is kept of every caller and of every 
delivery. 

So far as the lawyer can manage it, clients and others should come 
to the office by appointment. Then the lawyer should keep the appoint- 
ment punctually. When notified that the client has arrived he should 
go out to the reception room and personally escort the client to his office. 
At the termination of the interview he should again escort the client 
to the reception room and take his leave there. When people have to 
sit around drearily waiting their turn, the effect is altogether bad. We 
can easily become “case-hardened” and forget that most people come 
to us because they are in some kind of trouble or perplexity. If we can 
give them courage and reassurance from the moment they set foot 
in the office, we are doing a better professional job and also we are 
likely to save ourselves time. It takes longer to get the story from a 
person who is flustered or upset or angry than from one who has 
already been put at ease. 

The telephone is indispensable but it can be a confounded nuisance. 
If a client is seated across your desk and as he tries to tell his story 
you are constantly interrupted by incoming telephone calls, he becomes 
annoyed. Also it is hard for you to give his problem your undivided 
attention. One device is to have the calls routed to the attorney’s sec- 
retary. Often she can take the message: or she can take the number 
and agree to have the lawyer call back when free. Also, we do not 
hesitate to “cut off” the telephone, instructing the operator to put 
through no calls but to take the numbers. 

If, while the attorney is occupied with a client, someone else 
comes to the office to see him, his secretary goes out, takes the message 
if that will serve, or arranges an appointment at another time. 

These matters may seem rudimentary. But organization means 
planning the routine of a case from beginning to end and the natural 
place to start is with the client and the best way is by putting one’s 
self in his shoes and studying his feelings and reactions. 

With the client (happily we trust) in the lawyer’s private office, 
the “system” requires him to make out a New Case Report. If the 
lawyer wishes to avoid every appearance of formality or red tape he 
can make it out after the client’s departure, but it is simpler to make it 
out as the conversation proceeds because the printed form of the New 
Case Report affords the most convenient place on which to record 
essential data. 
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OrricE Memo or New CASE 


Naturally it includes the name, address, and telephone number of 
the client, and the same for the opposing party and his attorney, if 
any. A brief notation of the nature of the case is entered—whether 
it is a matter of litigation, a mortgage, a collection, a will, a tax return, 
etc. The lawyer also gives the case a title as short and descriptive as 
he can think of. This title he will use later in keeping track of his 
time. If, for example, the client John Doe wants to institute a suit for 
libel, the title of the case would be John Doe—Libel. If John wishes 
general advice it would be John Doe—Advice, and if he has been 
run over it would be John Doe—Accident. 

The attorney enters his name as the person who received the case. 
He also notes whether the client is “his.” Generally the client has 
selected him to come to and so it is his case. We call him, therefore, the 
“responsible attorney.” He is in charge, he is responsible to the client 
and responsible to the firm. But he may have seen the client because 
a partner, to whom the client would normally go, is ill or out of town. 
In that event that partner’s name is entered as the “responsible attorney.” 

If the partner wants another partner or an associate to work with 
him on the case, he puts down his name in a space providing for such 
designation. He checks a square indicating whether the case is a 
“single” case or a “continuing” case. A single case is one that will 
come to an end, be billed, and then the office is through. A continuing 
case is one where a client retains the firm for general services year 
after year or where you make out a client’s income tax returns every 
year. The significance of a continuing case is simply that Files and 
Accounts do not close their records when the case is billed but keep 
them open. In short, it avoids constantly reopening the same case. 
The attorney makes a check mark indicating whether the client is a 
“new” one or an “old” one—an old one being a client for whom the 
firm has done work before. Finally he enters a figure in dollars which 
is his estimate of the value of the case. This can be only an estimate 
or guess. The purpose and use of Estimated Values we shall see later 
in the third article. Since the New Case Report is a printed form the 
lawyer has very little writing to do to fill it out. 


FILES AND FILING 


The New Case Report first goes to Files (filing department). The 
case is given a file number, all names are indexed, and a file opened 
ready for the correspondence, memoranda, etc. that will soon begin 
to come in. The filing clerk initials the report showing that these things 
have been done, and passes it on to Accounts (the accounting depart- 
ment). In a smaller firm Files and Accounts can be merged. Accounts 
opens a ledger sheet for the client and case. Accounts is now author- 
ized to make disbursements on proper vouchers and charge them to 
this case. Accounts also opens a Time Ledger Sheet for this client and 
case. As we shall see in the second article, the lawyers keep a 
record of the time they spend each day and the time spent on this case 
by anyone in the office will be posted to this Time Ledger Sheet. Ac- 
counts makes out Case Slips. These are small and on thin paper so 
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that a number of copies can be made at one typing. A Case Slip goes 
to the “responsible attorney” and to any other lawyer assigned to 
work on the case, a copy goes to the reception desk, a copy goes to a 
master file of all cases in the office, and Accounts keeps a copy. The 
case slip contains in summary form the data on the New Case Report; 
client’s name, address, title of case, opposing party, date received, 
the men who are to work on the case, and estimated value. 

Finally Accounts lists the case on the Weekly New Case List which 
will be read and discussed at the next firm meeting. The accounting 
clerk, having done her part, enters her initials on the New Case Report 
which is then filed. 

Each attorney has in his desk drawer a file of New Case Slips 
arranged alphabetically by clients’ names, showing all cases for which 
he is the responsible attorney and all cases to which he has been as- 
signed. Running through these slips from time to time is an excellent 
reminder and helps the lawyer to check up on himself and others who 
are working on cases with him to make sure that everything is being 
done that ought to be done in the client’s behalf. 

The client has come to the office. The mechanics of receiving and 
opening the case are over. The attorneys in the office are now ready 
to go to work for their client on the case he has entrusted to them. 


Il. THE LAWYERS WORK ON THE CASE 


HE work for the client actually began at the first interview. At 
its conclusion and after the client has gone, the lawyer jots down 
appropriate entries on his Daily Time Sheet. 


DaiLy TIME SHEET 


This sheet bears at the top the attorney’s name and the date. It 
has horizontally ruled lines for convenience in writing. It is ruled 
vertically into five columns. In the first column the lawyer enters the 
name of the client and in the second the name of the case (that is neces- 
sary because the office is likely to have more than one case for the 
same client and every separate case must have its separate file, separate 
ledger for financial entries, and separate time ledger). In the third 
column (which is the widest) the lawyer enters a brief description of 
the work done. Abbreviations can be used and they save time. Thus 
LT means letter to and LF letter from, MT MF means the same for 
memoranda, SL signifies study of law, PF preparation of the facts, 
CT.M. signifies a motion in court and CT.T. a trial, CW signifies con- 
ference with. Our lawyer, after the first interview, would enter “CW 
client.” If he had no succeeding appointment and was able to start the 
case at once the entries might be “CW client re advisability of suit/TT 
Robinson [attorney for the defendant] CW Brown [an associate as- 
signed to work on the case with him] MT Green [another associate of 
the lawyer’s lawyer type whom he wants to start looking up a ce:tain 
point of law] LT Jones [a witness with whom he needs to talk].” 
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The last two columns are narrow and here the lawyer enters the 
time spent on the case in hours and tenths of an hour. As the 
lawyer works through the day he enters the work he has done on all 
matters and puts down the time spent in hours and tenths. At the 
end of the day his Daily Time Sheet is collected and goes to Accounts. 
The abbreviated description of the work done on each case and the 
time spent is posted to the time ledger for that case. Then the columns 
of hours and tenths are added up and a record made of the total time 
worked by that attorney that day for clients. We use the hour and the 
tenth of an hour because it facilitates not only addition but other 
calculations that are described later. For convenience in figuring nothing 
surpasses the decimal system. At the bottom of the sheet two lines 
are left for entries involving work not for clients but for the firm or a 
member thereof. That work is not to be billed to a client but a record 
of it must be kept in justice to the man who has done it. This has 
also been entered in hours and tenths and is added up. The total of 
time for clients plus the total of time for the firm is the total produc- 
tion by that man for that day. 


VoucHERS FOR DISBURSEMENTS 


In connection with most cases there are apt to be money dis- 
bursements by check or by cash. A simple form of voucher is used 
giving the name of client and case (so that Accounts may post it to the 
regular ledger for that case), date, the amount, and the purposes of 
the expenditure. The voucher must be signed by the “responsible at- 
torney” because he is responsible to the firm to see that the client 
ultimately repays the firm. If the client does not, then the responsible 
attorney himself does. This sounds like a harsh rule but it is highly 
efficacious. Lawyers are sometimes over-optimistic about a client or 
his case. Responsibility has to be placed definitely somewhere and the 
best place is on the shoulders of the attorney who knows the client. 
Every month Accounts gives to each responsible attorney a list show- 
ing all cash amounts charged against his cases. He may ask the client 
for reimbursement or he may decide to wait until the case is finished 
and is ready to be billed. There is, of course, a corresponding voucher 
for money received on account of a case. 

For the encouragement of lawyers who fear that a system means 
their involvement in endless red tape, reports, etc., let us remark that 
we have already covered all but one thing that the lawyer has to do 
as his part of the system. He makes out a new case report, he keeps a 
daily record of his time spent, he signs vouchers for money disbursed 
or received. The last thing is that ultimately he will send out a bill and 
in that connection will sign a simple printed form asking Accounts 
to give him a time report and a cost report on the case and by a check 
mark signify whether this bill will close the case or is a bill on account. 
These are all the things and the only things he has to do. Everything 
else, so far as system is concerned, can be done for him. From these 
simple records, together with the ordinary financial records that any 
accounting department in any firm must have, can be built up a whole 
control system including cost accounting. The method will be set out 
in the third and fourth articles. 
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PARTNERS AND JUNIORS 


Let us revert to the lawyers themselves. In a partnership there are 
partners. The younger attorneys on the staff who are not partners we 
call “juniors.” There is an intermediate status called “junior partner- 
ship.” As full partnership is a business marriage, so junior partnership 
represents the engagement stage. A junior partner has a guaranteed 
salary and customarily he is contractually entitled to a small share in 
profits but he has no share in the firm’s assets and is not liable for 
its debts. For purposes of contra-distinction (whenever it may be im- 
portant) we call full partners “senior partners.” Thus we have senior 
partners, junior partners, and juniors. 

There seems to be a commonly held idea that a firm can make 
money by hiring bright young men at small salaries to do the work. 
That may be true in unusual circumstances but I believe it is definitely 
untrue as to most firms engaging in average general practice. Our 
records over many years show that the profits of the firm are almost 
entirely attributable to the partners themselves. Hence our hope is 
that every junior will grow up to be a partner and we do everything in 
our power to help him. In fact a great deal of help can be given. One 
senior partner is in charge of juniors. They confer with him about 
their work, their problems and troubles. In any group of men there 
are different types of personalities (this applies to partners as well as 
juniors) and there is an infinite variety of human equations. The junior 
coming out of a law school into the bustle of an active office is be- 
wildered. The time it takes to get his sea-legs can be materially 
shortened by the good counsel of an older man who has himself been 
through the mill. Theoretically all older lawyers are glad to help their 
younger brethren; actually they are too busy. The problem of fitting 
young men smoothly into a going concern long vexed us. We have done 
better since we faced the problem and made its continuing solution a 
definite job for which a specific partner was responsible. It does not 
take very much time, but the partner who is in charge puts down his 
time on the bottom lines of his Daily Time Sheet. It is a charge, not 
against any client, but against the firm, and Accounts so posts it. 


On every case except the simplest we like to have at least two 
men — generally one partner and one junior. This is good training for 
the junior. If one is away, or sick, or on vacation, and something comes 
up, there is then another man in the office having some familiarity 
with the case and he can act. He may need help but at least he has a 
general knowledge of the client, the case, and the background. This 
saves time. To a man who has worked on a case, the file is an open 
book; to one who comes to it cold the file is pretty much of a labyrinth. 


Divisions oF WorK 


Most cases can be broken down into component parts. This cannot 
be done with the scientific precision that Taylor invented for many 
industrial processes but it is feasible to quite an extent. There may be 
witnesses to locate and interview. That sort of “leg work” is hard on 
the older practitioner but fascinating for the younger. There are points 
of law to be pursued and perhaps briefed. A well-trained junior can do 
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that. It may be a will to be drawn. The partner should personally re- 
ceive the instructions from his client but the junior can block out the 
first draft. To the extent that the junior can be and is employed, the 
cost of the job goes down. 

This process can be carried at least one step further. For years 
the best conveyancers here have used “title clerks.” Precisely the same 
is true of assembling the material for income tax returns and it is true 
of a good deal of the routine attendant upon the probate of an estate. A 
trained clerk who, acting under the lawyer's guidance, devotes herself to 
such work becomes proficient and can care for many of the time-con- 
suming details. Again the cost of the job goes down. 


THe “Firm MEETING” 

Allusion has earlier been made to “firm meeting.” As that is an 
integral part of the plan of organization and as it directly affects the 
way in which the lawyers go about their work, a statement concerning 
it is germane at this point. 

After experimentation my partners have unanimously concluded 
that the place to hold firm meeting is not at a club but in the office 
and the best place in the office is the library. Also we are unanimous 
in concluding that the best time for such a meeting is in the evening 
when men are not subject to interruption as they are during the day. 
About the day of the week there has been a difference of opinion but 
the majority preferred Thursday so Thursday at 7 P. M. has become the 
settled date. 

“Firm meeting” is a misnomer because for three out of the four 
meetings each month every attorney, not merely the partners but also 
the juniors, is invited and expected to attend. Furthermore every lawyer 
on the staff in turn is chairman of firm meeting. The youngest junior, 
when presiding, can call to order the oldest senior partner. It may be 
hard on the youngster but it is wonderful experience for him. The 
fourth firm meeting each month is limited to partners, and this affords 
an opportunity every month to take up such matters as are peculiarly 
their own affair or their responsibility, and this includes a discussion 
from time to time about how the juniors are getting on. 

While all attorneys are expected to attend firm meeting there is 
no compulsion. No list of attendance is kept. Men come because they 
soon learn they cannot afford to miss it. Parenthetically it may be 
noted that in twenty years the weekly firm meeting has been given up 
only thrice, once in 1940 because of a blizzard, once in 1938 because 
of prostrating heat, and once in 1936 when the American Bar Asso- 
ciation met in Boston. Since every lawyer in the office was at the 
convention, firm meeting was impossible. 

The meeting lasts, on the average, an hour and a half. The agenda, 
after trial and error, has become established. First, anything pertaining 
to office organization or management may be brought up. While we 
were trying to work out a system a good deal did come up under this 
topic; but now there is very little. If some office rule has been changed, 
this is the time to state and explain it. Any new rule affecting organiza- 
tion can be discussed and then it goes to a vote with everybody present 
entitled to vote. The result is that the few disciplinary rules we have 
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have been adopted by the men themselves after discussion and vote. 
It is a very poor sport who will not comply with a rule of his own 
making. This method is at least democratic and if democracy cannot 
be trusted to work among a small group of well-educated men who are 
bound together by a community of interest, it is hard to see how it can 
work anywhere. Firm meeting, like Parliament, is a plenary session. It 
can do anything except amend the partnership articles. Some reader to 
whom this seems too Utopian may ask what would happen if all 
partners voted one way and all juniors the other. | think the candid 
answer is that the juniors would be asked to give way. Actually no such 
division has ever occurred. 


CALLING THE CASES 


The second item on the agenda is the calling of the new case list 
which has been prepared by Accounts and includes every case received 
since the previous meeting and up to 4 P. M. that day. Every case on 
the list is called. If the youngest junior has a new case involving the 
collection of $50.00, which case he estimates to be worth $5.00, that 
case is called just as is every other case. 

The responsible attorney gives a brief statement of what it is 
about. Then the firm tries to pool its brains and to give all the help 
it can. The point of law may be close to one involved in some other 
case in which a careful memorandum was prepared and is on file. The 
responsible attorney is given the reference. The defendant or his at- 
torney may be known to another member of the staff. He may be able 
to give practical information. The general plan of campaign is con- 
sidered. The aim is to carry out the “case system” that we all had at 
law school. It is done imperfectly but all of us do learn a good deal. 


BILLs 


Next are bills. A partner, with the approval of another partner, 
can send out a bill at any time and without waiting for firm meeting. 
Men are encouraged, however, to send out bills only after discussion 
in firm meeting. It is essential to the success of any law firm that its bills 
to its clients be fair and that they be satisfactory. The best guarantee 
is to submit a proposed bill to the judgment of other men. They do not 
necessarily fix the bill but out of their experience they can generally 
offer some closely parallel situations and tell what charge was made. 
The rule is that after hearing the opinions of his fellows, the respon- 
sible attorney is entitled to have the final say. He may have been moved 
upwards or downwards in his mind but at least he has been given all 
the help of which the firm is capable. 

Most lawyers that I know love to do the work for their clients but 
hate to send out bills. In fact they defer and procrastinate so much 
about rendering bills that a follow-up system is necessary and that 
will be described in the third article. The trouble is that legal services, 
with few exceptions, cannot be standardized. No two cases are exactly 
alike. The time necessarily spent, the responsibility assumed, the amount 
at stake, the skill required, the result — all these are variables. In 
arriving at a conclusion, the report on what it cost to do the job is 








an illuminating and steadying factor. The cost system is described in the 
next succeeding article. For the exact determination of a bill there 
probably is no perfect answer but I know of no better method than 
open discussion with one’s partners and associates. 

I have stated our rule that the responsible attorney has the final 
say so far as the firm is concerned. I should add our further rule that 
so far as the client is concerned he himself has the final say. The re- 
lationship between lawyer and client is confidential. It is absurd that 
at the end of the case when the bill is rendered lawyer and client should 
deal with each other at arm’s length. A client should feel just as free 
to discuss a bill with his lawyer as to discuss the case itself. He is 
entitled to see the time records. Often he has no realization of all that 
has been done for him. Tragically enough, this is likely to be the 
situation where the lawyer has taken full responsibility, has made the 
decisions and not worried his client. The client sees an excellent result 
and assumes it came about by itself. In such instances, where much 
work has had to be done behind the scenes, we often give the client 
a carefully itemized statement showing what was done day by day. 
The time ledger sheet to which Accounts has posted all time by all 
men working on the case makes this possible. 


CLIENT HAs THE FINAL Say 


The rule that the client shall be the final judge helps to meet the 
most awkward question that lawyers face. A client calls, states his 
problem, asks the lawyer to take care of him, and then says “what will 
it cost?” Verily the lawyer cannot tell, but this inability is disquieting 
to the client. If you ask an architect how much it will cost to build a 
house, he cannot give even an estimate until he has seen all the specifi- 
cations. No client can give to the lawyer comparable specifications. For 
example, neither can then tell how much of a fight the opposing party 
intends to put up. If you beat him in the trial court and he accepts 
the verdict, that is one thing, but if he is determined to appeal, that 
is another. The best answer to the question “what will it cost” is the 
truthful one, “I cannot now tell you. I can tell you that we keep 
careful records, these you can see, we have a cost system, when the 
work is done we will submit a bill we believe fair. You must feel free 
to discuss this with us if you want. You are not letting yourself in 
for an indeterminate liability because our rule is that you yourself have 
the right to fix the bill.” 

That rule means exactly what it says. The client can fix his bill. 
Barring cases of fraud which are covered by the Canons of Ethics we 
do accept the client’s decision. If we feel he is being unfair, then we 
respectfully decline to accept further work from him. Most clients are 
honest, they are prepared to pay for good work and do pay, but they 
do not want to get “stuck.” Candor and openness go a long way with 
nearly all clients. 


This much space has been devoted to the matter of bills because 
after all it is the make or break for any enterprise that must pay its 
own way. A system must give to the lawyer promptly and accurately all 
the relevant statistical data that can be made available. It is not enough 
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to say that a bill should be fair or that we want it to be fair. The lawyer 
has the duty to do everything in his power to arrive at what is fair. 
The best approach is through good records and discussion in firm 
meeting. 

TRouBLE, AND How to Meet It 


Next on our agenda is “Trouble.” If a man has made a mistake. 
now is the time to tell him about it. Perhaps other men may help him 
to repair his error of commission or omission. In any event his mistake 
may be a warning that will prevent another member of the staff from 
falling into the same trap. Rules of procedure. for example, with their 
time limitations for doing this or that, are necessarily arbitrary. They 
are hard to remember and they are changed from time to time. Every- 
one of us has been tripped up. The painful experience should be shared. 
Men feel an understandable reluctance, but by having a definite item 
on the agenda they are encouraged to a confession and thereafter feel 
infinitely better. 

READING THE ADVANCE SHEETS 

The next to the last item is “Decisions.” During the week different 
men have read the advance sheets in the standard reporting systems. 
Those men meet and discuss the decisions that seem to them important. 
A short abstract of each case is prepared, written out, copies are typed 
and circulated through the office. Originally the abstracts were read 
orally at firm meeting, but it is our experience that most men learn more 
from reading an abstract than from listening to it. 

The last item is “Various.” The chairman calls each man in turn. 
This is his chance to tell briefly the most interesting event in his prac- 
tice since the last meeting. This is not obligatory and not all men respond 
every week but the majority do. 

It will be realized that through attendance at firm meeting every 
man gets a fairly good picture of what is going on in the whole office. 
As new cases come in he hears them discussed. week by week he hears 
the high-lights of what his partners or associates are doing, when a 
case is finished he learns what was accomplished in connection with the 
discussion about the bill. 

Even more important. firm meeting has a cementing influence that 
helps bind all members of the staff into an harmonious team. Lawyers 
are human beings. In any firm, large or small. there is a real danger 
that busy men, preoccupied with different problems, may grow apart 
and lose touch with each other. Firm meeting brings them together, 
face to face, for the discussion of common problems. Men come to 
know each other better, they have a chance to perceive and respect one 
another’s capabilities. Friendships are deepened. Firm meeting has a 
very great integrating power. 


Ill. THE ORGANIZATION AROUND THE 
LAWYERS 
RGANIZATION exists to enable each lawyer to do his best work, 
to give him information that may help him, and to let the firm 
as a whole know where it stands and where it is going. As the lawyers 
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do their work, the service departments are functioning quietly without 
bothering the lawyers in the slightest, but they are keeping track of 
everything. They are constantly tabulating all records and preparing 
reports which the partners will receive monthly, quarterly, or at the 
year-end. For the smaller firm, one girl who is an accurate bookkeeper 
(and she need not be a certified public accountant) can do the whole 
job, and she can do it quickly if she has a good adding machine and 
computing machine, preferably driven by electric power instead of 
by hand. 

The heart of the system is the cost system. Since it is the open ses- 
ame to all that follows, it needs to be described in detail. Cost account- 
ing in a factory may be highly intricate: in a law office the principles 
are extremely simple. 

A law firm knows what its expenses are. Based on past history 
it is feasible to estimate or budget them for a year in advance. During 
the year the estimates can be revised if need be but most items of cost 
are pretty definitely fixed at least for a year. Rent does not change since 
most office leases run for at least a year. With rare exceptions we make 
changes in the salaries of junior partners. juniors, and all clerical 
assistants only at the fiscal year-end. Hence the largest item of expense 
is. like rent, quite definitely fixed. Stationery, postage, light, telephone. 
etc.. do not fluctuate much from year to year. 


ParTNERS DRAWING ALLOWANCES 

The partners’ drawing allowances present the only problem. They 
are not guaranteed, they depend entirely upon the firm earning enough 
money to pay them. With us they are fixed by the partnership articles 
for a year and are then subject to reconsideration for the ensuing year. 
But their amount is known and for the cost system that is enough. While 
profits can be determined only at the year-end, the partners must live 
through the year, each has bills to pay monthly, and so his drawing 
allowance is paid to him monthly. It is paid even if the firm at that 
point shows an operating deficit. [t is then in fact being paid out of 
capital. If the firm deficit increases too far, drawing allowances will 
have to be stopped. But every effort should be made to give each part- 
ner a regular allowance each month to live on. While the senior partners 
may reasonably expect their drawing allowances to be larger than the 
salaries of juniors, they need not be much larger. It is wise to keep 
them low. This helps to insure the ability of the firm to pay them 
regularly. In the end it makes no difference since what the partner 
ultimately receives depends upon the firm’s showing for the year; his 
drawing allowance is simply an advance against his ultimate share of 
distributable profits. But our immediate concern is with costs. To get 
at costs fairly, everything that is in the nature of profits must be 
eliminated. Drawing allowances, therefore, should not include any 
element of profit. They are to be used in ascertaining costs. For this 
use they can be made sufficiently accurate by gearing them into the 
salaries of juniors and junior partners. Such salaries the senior partners 
have fixed; in the fixing they have meant to be fair but they have not 
intended to pay anyone more than he is worth. From that base, let 
them proceed to fix their own drawing allowances. It is reasonable to 
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believe that a senior partner is worth more to the firm than a junior 
partner or junior. His drawing allowance may properly be somewhat 
more than their salaries. But for reasons of prudent management let 
it not be much more. The drawing allowances of different senior partners 
will be different, but it is advisable and helpful to keep them all, from 
the highest to the lowest, within a comparatively narrow range. 

In working out the cost system, every item of expense is placed in 
one of two columns. The first column is called “direct productive ex- 
pense.” Here are included the drawing allowances of senior partners, 
the guaranteed salaries of junior partners, the salaries of juniors. The 
second column is called “indirect productive expense” or overhead. 
There are included clerical salaries, rent, telephone, light, insurance, 
social security taxes, reserve for depreciation of equipment, in fact 
every operating expense that the office has other than the items already 
placed in the first column. 

We total the first column and then total the second. The second total 
has a ratio to the first. The formula for the ratio is 

the total figure for overhead (2nd column) 
—_——— X 100% 


the total figure for direct expense (1st column) 








The actual ratio is likely to be 100‘@ or a little more. There is no vice 
or virtue in this ratio; it is just a mathematical fact. 

Let us illustrate by using round figures. The total of drawing al- 
lowances and lawyers’ salaries is $50,000. The total of all overhead 
is about exactly $50,000. The ratio is 100%. 
$50,000 (2nd column) 

Sa ON, = 390%, 
$50,000 (1st column) 


What that means is that if a lawyer has a drawing allowance or 
salary of $5,000 he has got to carry $5,000 of overhead. Overhead 
expense, in other words, is distributed among the lawyers in propor- 
tion to their drawing allowance or salary. The junior with a salary of 
$2,000 must carry $2,000 of overhead, the senior partner with a draw- 
ing allowance of $10,000 must carry $10,000 of overhead expense. 

That seems so simple that one is inclined to ask how accurate it 
really it. Detailed tests have proved that it is closely accurate enough 
for all practical purposes. The man who is paid $5,000 invariably has 
a somewhat larger and better office than one who is earning $2,000; 
he uses more stenographic service, requires more time from Accounts 
and Files, and so on. In our tests the dividing line came just about 
at $4,500. The man receiving that amount was carrying exactly his 
true share of overhead. Men earning more than $4,500 were carrying 
slightly more than their true overhead. Men earning less than $4,500 
were carrying slightly less than their true share. This partial deviation 
from an absolutely exact cost determination keeps the costs of the 
younger men low and thus helps them get started. The senior partners 
consider this result wholesome and probably good statesmanship. The 
deviation is, after all, minor and it is a tremendous advantage to 
compute costs in so simple a way. Let it be noted that while the over- 
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head cost allocated to an individual attorney may deviate from exact- 
ness, for the firm as a whole the cost is exact. Every dollar of over- 
head expense has been allocated to and among the attorney’s who are 
the direct productive units. 

If a man’s salary is $5,000 and his share of overhead is $5,000, 
then his “quota” for the year is $10,000. He has to earn $10,000 to 
pay for himself and to pay for his allocated share of overhead. If 
every attorney earned exactly his quota the firm would end its year 
with all drawing allowances, salaries, and all overhead paid; but with 
neither profit not loss. If one or more attorneys fail to earn their 
quotas by $2,000 but one or more attorneys have earnings that exceed 
their quotas by $2,000, the result will be the same — all drawing allow- 
ances, salaries, and overhead will be met but there will be neither 
profit or loss. There can be no profit unless the earnings of all the 
lawyers in the aggregate exceed the aggregate of their quotas. 

Now we can take the next step. The lawyer with the $5,000 salary 
has a quota of $10,000. He has to earn $10,000 and he will try to do 
so by selling his time. Every man is expected to work a standard num- 
ber of hours a year. “Standard” does not connote “perfect,” it simply 
means the number of hours experience indicates he actually will work 
on the average year in and year out. From juniors we expect 1600 hours 
a year, from partners 1520 hours and from older senior partners 
(men over 50) 1200 hours. Any firm might start with these figures as 
the standard expected hours and then, after keeping its own time 
records, should alter the “standards” to conform to its own experience. 
The sharp drop in the “standard” hours expected from older senior 
partners is that such men are commonly devoting more time to public 
service, to charities, their personal affairs require more attention, and 
lastly, it is prudent for them to slow down. 


Cost PER Hour 


We know the “quota” for each attorney and we know how many 
hours he is expected to produce. Divide the former by the latter and you 
have the attorney’s cost per hour. To keep to our illustration, our $5,000 
man has a quota of $10,000. If he is a junior he is expected to produce 
1600 hours for clients during the year. 1600 hours into $10,000 
equals $6.25 per hour. 


If an older senior partner had a drawing allowance of $6,000, his 
share of overhead would be $6,000. His quota for the year would be 
$12,000. He is expected to produce 1200 hours. His cost per hour 
is $10.00. 

There is no safe way to make a lawyer’s cost per hour cheap. That 
is why he is engaged in a constant race against time. But the cost of a 
given case can be sharply reduced if the number of hours the lawyer 
(or his firm) must spend on it can be substantially reduced. An extreme 
illustration will clarify this. A lawyer could reduce his cost per hour 
by having no stenographer and typing all his letters, by having no 
telephone and delivering his messages by hand, by having an office 
with low rental in the suburbs and using the street car to get back 
and forth. He might even dispense with law books and use a public 








library. If he could eliminate every penny of overhead his cost would 
still be $3.12 per hour (if he is to earn $5,000 in the year) and it would 
probably take him five to ten times as long to handle a given case as his 
properly equipped rival. In that event his cost to get the case done would 
be very much higher than that of his rival at the bar. 

Once the cost per hour of every attorney in the office is fixed. 
obviously the cost of any job can be told. Let us assume that in the 
John Doe-Advice case the junior with an hourly cost of $6.25 worked 
10 hours. His cost is $62.50. Let us assume that the older senior partner 
worked 1.1 hours. As his cost is $10.00 per hour, the cost of his work 
on the case is $11.00. The total time cost is $73.50. That is the cost. 
Maybe the bill will be more than that, if so, there is a profit; maybe it 
will have to be less, if so, there is a loss. In practicing a profession 
knowledge of cost is a helpful guide towards arriving at a fair bill 
but it is not a determinant. However, if the bill must be below cost 
the firm at least knows what it is doing. 

We can now take a final step called “prorating.” In the case on 
which we have assumed an older senior partner and a junior worked. 
let us assume that a second junior with a time cost of $5.30 per hour 
worked five hours. 

The senior partner (who is the responsible attorney) wishes to 
send out a bill and asks Accounts for a time cost report on the case. 
Accounts, by looking at the Time Service Ledger for the case, reports 
that the above three did the work, the time spent by each, and the total 
cost of the job which is $100. 

After discussion in firm meeting a bill for $200 is approved. When 
the responsible attorney sends out the bill it is typed in triplicate. The 
original of the bill goes to the client. a carbon copy on green paper goes 
to Files, and a carbon copy on red paper goes to Accounts. 

Accounts now has all the data needed for “prorating™ this bill 
among the men who did the work. The prorating is purely mathematical. 
The prorating sheet would look as follows: 


Vultiplied 

Cost Hours by Ratio of 

Attorney per Hour Worked Cost Bill to Cost 
Senior Partner A $10.00 1.1 $ 11.00 $ 22.00 
Junior B 6.25 10. 62.50 125.00 
Junior C 5.30 S. 26.50 53.00 

Total Cost $100.00 

Bill approved at 200.00 $200.00 


Ratio bill to cost = 2:1 

The figures in the last column are posted to the “prorating book” 
so that each attorney who has worked on this case gets his “prorating 
credit.” A has a credit of $22.00, B a credit of $125.00 and C a credit 
of $53.00. 

In any given case this method of prorating the bill may be grossly 
unjust. B may have done so poorly that C had to be called in to sup- 
plement him. Ideal justice would give C a larger credit than B. The 
advantage of the mathematical prorating plan is that it is impersonal. 
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It avoids the ad hominem argument. As case after case is prorated 
the law of averages has its steadying remedial effect. A “prorating” 
method, whatever its defects. is infinitely superior to memory. At the 
end of a year no one can possibly remember just who worked on each 
case and how much time he spent, and what the cost and bill were. By 
the prorating method. Accounts tabulates this evidence for every case 
immediately after the bill is sent out and the prorating credits for each 
man are kept cumulatively. 

The system is thus steadily yielding data about each lawyer from 
three angles. 

(1) His prorating credit (credit for work done). 

(2) His credit for business (the total of the bills sent out in cases 
where he was the responsible attorney). 


cost). 
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3) His credit for profit on business (this is the excess of bill over 


In the fourth article we shall see how these three sets of data can 
be put together in order to arrive at a judgment as to each lawyer's 
worth to the firm. 


Recorps oF Firm ATTORNEYS 


Every three months Accounts gives to each partner two tables 
showing the cumulative record of every attorney in the firm. One table 
shows his credits for business and the profit on such business. The 
other table shows his quota (how much he is supposed to have earned) 
and his prorating credits (how much he actually has earned as deter- 
mined by the prorating method). These reports are not sent to juniors, 
but a junior, on his request. will be given his own figures. Thus each 
man can keep track of his own progress and the partners can keep 
track of the progress of the firm as a whole. 

This scheme of periodic reports is not only informative. it also 
accomplishes a measure of publicity in the right quarters and publicity 
is the best discipline in the world. It is impersonal. If a man is not 
rowing his weight in the boat. no one has to tell him, he can see that 
for himself. Conversely, if a junior is making a brilliant record. the 
partners begin to consider whether the time has come to advance him 
to junior partnership. 

A common trouble in law firms is that juniors who are developing 
rapidly may feel that their progress is not being recognized and decide 
to go elsewhere. A firm cannot flourish if it constantly loses its most 
promising material. Yet the partners, who have plenty of other things 
on their minds, may not realize that a new star is rising. But with a 
system of records, summaries of which are distributed periodically, the 
fact stands out boldly and demands attention. 


The organization around the lawyers does one further thing that 
relates directly to the progress of their work. When the responsible 
attorney took in the case and made out his New Case Report, we saw 
that he put down in dollars the “estimated value” of the case. That 
estimate was copied onto his “case slip” and also on the carbon copy 
kept in the master file of all case slips. 
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Two or three times a year some one from Accounts checks up with 
each responsible attorney the estimated value of every one of his cases to 
see if the value should be revised. This check-up is a good deal like a 
house-cleaning. The lawyer finds cases that should be billed and so he 
calls for a time cost report. If some dead wood has accumulated, that 
should be cleaned out. When the lawyer is asked to revise his estimate, 
he then knows more about the case and its probable value than at the 
start. Normally he will revise the estimated value upwards. If the firm 
is continuing to spend time and money on a case it should be because 
it expects to get paid. Anyhow, the check-up serves to put the responsible 
attorney on notice. 

The new case slip also shows the date when the case was received. 
If the case is getting old there may be good reason for it. Or the re- 
sponsible attorney may find he had better stir things up and see if 
more rapid progress cannot be made. 

As has been said, the true value of a case cannot be told until 
its termination. Up to that point an estimate is only an estimate and 
has a margin of error. But the total estimated value of all cases in the 
office is a significant fact for the partners. That total also contains a 
margin of error, but what is important is the trend. If the trend is going 
down and continues down the partners have some soul-searching to do, 
they have got to trim sail, and seek every possible way of cutting costs 
—generally by reducing their own drawing allowances first. From 1929 
to 1932 every law firm went through this uncomfortable experience 
but those who could see it coming, made their readjustments by stages. 
and kept costs always under control, suffered least. When the turn came 
they were ready to take advantage of it. 

If the trend is going up, the partners face the converse problem. 
If the rising estimated value of work on hand in the office is due to the 
fact that there are substantially more cases coming into the office, that 
is a signal that it is about time to employ another junior, or possibly 
to seek another partner, otherwise the quality of the firm’s work will 
deteriorate or the lawyers will get overloaded, try to do too much, some 
will break down under the pressure, and then a bad office situation 
will become dangerously aggravated. 

Then the “estimated value” method does enable a firm to look a 
little way ahead, to have at least a rough gauge by which to appraise 
its own future, and to make its plans accordingly. 


IV. SYSTEM AND MANAGEMENT 


N a firm the partners are the supreme authority. Such a group is 

admirable for determining policies but not for executing them. The 
work of a law office needs executive direction. Some firms have an 
office manager, others a managing clerk, others a managing partner. 
We prefer the last because a managing partner can attend all partners’ 
meetings, he is close to his partners and knows their wishes, and in- 
evitably he possesses an authority that one who is not a partner cannot 
have. In this article, for simplicity, the word “manager” will be used 
to designate the person entrusted with and exercising executive 
authority. The manager must keep track of his time spent for the firm 
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just as time spent for clients. He does this by entries on the bottom lines 
of his time sheet. As we shall see a little later, this time is in effect 
charged to the firm and in the final reckoning the manager is duly paid 
for it by the firm. 


FINANCIAL RECORDS 


The firm’s key financial records (like those of any business) will 
be two: operating statement showing all receipts and disbursements 
and balance sheet showing all assets and liabilities. These statements 
should be prepared at the end of every month. A bookkeeping machine 
is generally an economy because it produces the figures with maximum 
promptness and automatic accuracy. Printed forms for these reports can 
be made up so that all Accounts has to do is type in the figures at 
their appropriate places. 

These accounts can be kept on a cash or accrual basis. Cash is 
simpler, accrual far more accurate. In any firm with a number of 
partners whose shares of profits may be changed somewhat from year 
to year. the accrual method is the only honest one. Assume that an 
important case is finished in the last month of the firm’s year. The 
firm’s bill goes out promptly. On the cash basis the fee will or will not 
be a part of that year’s business depending on whether the client hap- 
pens to pay the bill before or after the year-end. On the accrual basis 
the firm is master in its own house, it determines when a case is finished 
and may be properly billed, and when billed the fee is part of the 
revenue that year. 

The accrual system for use in a law firm is simpler than it may 
sound. It is desirable that a law firm should keep its liabilities at a mini- 
mum by paving its bills on the nail. Hence it will have few Accounts 
Payable. If the firm is holding monies due clients, those are accounts 
payable. but if the amounts are substantial or are likely to be held for 
some time. they should be segregated and deposited in a separate bank 
account. The other items on the liability side may be reserves for taxes, 
undivided profit (or loss) and capital which the partners have paid 
into the firm. 


Firm CAPITAL 


The limitations of space prohibit more than a few words about 
firm capital. Lawyers should realize that it takes capital to run any 
firm, large or small. The reason is that when a case is accepted, expenses 
that have to be paid are incurred at once and continue—salaries, rent, 
telephone. stationery. postage. light. ete.—but the client pays his fee 
only at the end. In the meantime the cost of getting the work done 
has to be financed. Checks cannot be drawn on an empty bank account. 
Multiply one case by fifty or five hundred and the amount involved 
begins to get substantial. The same is true of equipment. A typewriter 
may last three years but it has to be paid for at the beginning and not 
the end. So with furniture, filing cabinets, and the more expensive 
bookkeeping machines. Law firms are prohibited by custom from bor- 
rowing at banks. Their only recourse is themselves. Firm capital should 
be fixed at a figure that will carry the firm’s load and it should be 
contributed by the partners in the same proportions as their shares 
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in profits. The alternative is to plow profits back into the firm. A 
partnership cannot hold back part of its net earnings as can a cor- 
poration. All its net earnings are distributable to the partners and 
they are so taxed. But a partner can be paid his share of net earnings 
(profits) and he can pay that back into the firm as his contribution 
towards firm capital. A firm should pay to each partner interest on the 
capital paid in by him. 

On the asset side we will have cash in bank, a small amount of 
cash in the office, cash advanced for clients and due from them, and 
equipment at cost, less reserve for depreciation. Depreciation rates are 
now pretty well standardized—three years for typewriters, five years 
for accounting machines, eight years for office furniture, filing cabinets, 
safe cabinets, etc. Many articles will last longer but it is prudent to 
have them off the books by the stated time. 


Accounts RECEIVABLE 


The chief item on the asset side will be accounts receivable. These 
are bills sent out and not yet paid. Since the accrual system treats 
these bills as firm assets, some system of reserves is necessary. The 
following system has been tested and has worked out in practice. A bill 
is an asset at full face value for three months; it is a “current” account. 
If not paid within three months, it becomes an “overdue” account and 
a 20% reserve is automatically set up. At the end of eight months, if 
still unpaid, the bill becomes a “suspense” account and a reserve of 
60% is automatically set up. Suspense bills are periodically reviewed 
by management and by the partners. They are definitely red lights. 
They may signify that the client is dissatisfied with the work or with 
the bill. The firm looks to the responsible attorney to find out and 
straighten it out if he can. 

When it appears that a bill is not going to be paid it is transferred 
to “bad” accounts and disappears from the firm’s assets. Since the 
records about the work of the attorneys that we considered in the 
preceding article were made up when the bill was sent out and in the 
faith that it was good, what happens when a bill goes “bad”? The 
answer is that the record entries are reversed. 

In the case we used in the third article as an illustration, Partner 
A had a business credit of $200 because that was the amount of the 
bill. That is cancelled. He had a profit credit of $100 because the time 
cost of the job was $100. His profit credit is cancelled and, further, 
he takes a loss. The cost of the job still is $100, the client has paid 
zero, there is a loss to the firm of $100 and that must be borne by the 
responsible attorney in his individual record. 

What happens to the prorating credits? They are cancelled. The 
responsible attorney loses his credit entirely. The hours worked on that 
case are deducted from his total of hours worked for clients. Work done 
for a client who does not pay is not productive work. From the firm’s 
point of view it had better never have been done. It is effort gone to 
waste. 

The situation of the two juniors who worked on the case is dif- 
ferent. Neither of them was the responsible attorney. They had nothing 
to say about accepting the case. They worked on it because the partner 


told them to. Their prorated credit is gone because that was based upon 
the bill and the bill has become “bad,” but justice requires that they 
be protected at least to a fair extent. They are protected to the extent 
of their time cost. Junior B had devoted to the case time worth at cost 
$62.50. That amount of credit is retained on his record. The account 
of the responsible attorney is debited $62.50. Junior C receives the 
same protection. 

If all this seems pretty rough on the poor responsible attorney, 
bear in mind that the firm is taking into account (and in part will pay 
him for) the business he has brought in and the profit resulting from 
it. Accordingly he must take the bitter with the sweet and stand his 
losses as well as enjoy his gains. 


Orrice DETAILS 


Only a word need be said about the Operating Statement. On the 
disbursements side it will set out salaries paid, rent, postage, and all 
items of expense. On the receipts side, income on the accrual basis 
will be the face amount of the bills sent out. From this will be de- 
ducted additions to reserves for “overdue” or “suspense” bills. The 
difference between receipts and disbursements is undivided profit (or 
loss). In arriving at this figure it is convenient to enter drawing allow- 
ances paid to partners as the last item among the expenses. 

The use of a printed form saves much typing. By having ruled 
on the right hand side of the report four vertical parallel columns the 
statement can readily give (1) the figures for the current month, (2) 
cumulative for the year to date, (3) for the same month a year ago, and 
(4) cumulative for the same period a year ago. 

These comparisons are illuminating. They are something the man- 
ager will constantly study. Since all of us are bedevilled by a crazy 
calendar in which one month has five weekly pay days and another 
four, we have adopted the expedient of paying salaries to everyone 
in the office (stenographers and clerks as well as lawyers) once a 
month. Not only is it cheaper and quicker to draw one check than four 
or five but cost of salaries in any month is truly comparable with that 
of any other month. An increase means a genuine increase and not 
that the calendar is playing tricks. With salaries (the largest expense 
item) ironed out, with rent (the next item) ordinarily on a monthly 
basis anyhow, and with most other expenses fairly steady (except light 
which has a seasonal fluctuation) any month can readily be compared 
with any other. 

We have been considering the firm’s control records dealing with 
money and now we turn to the control records dealing with time. This 
is just as important, if not more so, because a law office exists to pro- 
duce work in behalf of clients, and the time that has been spent towards 
bringing the clients’ cases along to completion is actually the firm’s 
biggest asset. 

Earlier articles have shown the lawyer entering the time spent on 
each case on his daily time sheet. After each day the daily time sheets 
go to Accounts which totals the man’s time. At the end of the month 
it is known how many hours he worked, how many hours every other 
man worked, how many hours the whole staff of attorneys worked. 
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The number of hours of each attorney can be converted into value 
at cost simply by multiplying his hours worked by his cost per hour. 
This is done in connection with every man’s time. 

Thus the value at cost of the hours produced by the firm for 
clients during the month is readily arrived at. This figure is exactly 
like the manufacturer's figure for inventory at cost or work in process 
at cost. 

Each month the new hours worked are added to the existing in- 
ventory of hours worked for clients but not yet billed. When a case 
is billed the hours worked on that case are deducted from inventory. 
Inventory is always a net figure, constantly being added to and as con- 
stantly being drawn down from. Inventory is carried in hours and in 
dollars. The conversion of hours into dollars is on the basis of cost 
per hour. 

A record of each man’s production is kept. Such records tell the 
manager when one lawyer has too much to do and another too little. 
The manager does what he can to equalize the load. Often it is enough 
to call the fact to the attention of the partners who then begin to delegate 
work to the man who has the time for it. 

Time records are quite simple. All that needs be added is that 
here are kept the records of time “credits” and “debits” about which 
we have spoken. When the manager is attending to the firm’s affairs 
he is not working for a client. His time must be entered but it is not 
included in inventory because inventory consists of hours worked for 
clients and for which the firm expects to be paid. The manager’s time 
is charged to an account called “Firm.” The hours spent multiplied 
by his cost per hour is the credit figure to which he is entitled. When 
a bill was not paid and went “bad” the time the juniors had spent 
on the case became a credit to them at cost. That credit is carried in 
the time records and so is the corresponding debit to the account of 
the responsible attorney. In the second article we described a partner 
who spends part of his time in helping juniors. He has entered his 
time. It is a charge against the firm. His time at cost is the credit to 
which he is entitled and that is kept as a part of the time records. 

The heaviest responsibility placed on system and management 
comes at the end of the year. Parenthetically we have found that the 
calendar year is an unsatisfactory period for firm accounting. Most 
clients keep their books on a calendar year basis: most tax returns are 
made on a calendar year basis. January is one of the busiest months 
and the partners have no time to devote to their own affairs. At that 
season they just are not interested, they do not want to be bothered. 
and yet at some time the business, the affairs, the problems of the firm 
and of the individuals in it need and are entitled to have their very 
best consideration. 

A fiscal year beginning July 1 and ending June 30 works well. In 
the practice of law there is a definite seasonal trend. Most courts con- 
vene in September and do not adjourn until the end of June. In the 
summer months. business generally is stagnant and many clients are 
on vacation. Things pick up, cases begin to be received in September 
and from then on through June which is the natural climax to the 
lawyer’s year. At the end of June partners do have the time and the in- 
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clination to consider their own affairs and all matters pertaining to the 
well-being of their office and their employees. 


GENERAL COMMENT 


In the first of these articles it was stated that the fundamental 
purpose of all system and organization was to enable a group of law- 
yers to be associated together, to permit a fair degree of specialization 
with its resultant efficiency and economy, to even out inequalities be- 
tween men having too many clients and too much work and those having 
fewer clients and too little work. The whole purpose is to let the work 
in the office flow where it will be done best, most quickly, and at 
lowest cost. The man having too much business must not be afraid to 
part with it, must be encouraged to do so. and when he does so the 
system must protect his natural and proper interest in the case and the 
fruits thereof. 

That is the critical test and any system faces an awkward factor 
arising out of the nature of a partnership. Every partner has a per- 
centage or a share of profits: those shares must total 100%. If a 
partner is entitled to be increased by 1 . some other partner must be 
decreased by 1%. and that is where the rub comes. This is best over- 
come through records and reports which are impersonal but which 
indicate plainly what adjustments among partners are in order. 

It has been our experience over a number of years that all such 
adjustments can be made in good spirit and without rancor, in a very 
brief space of time, and by unanimous vote of all partners provided 
thorough and painstaking work has been done in advance by the 
manager. 

All the records showing what every partner has done exist. They 
need only to be assembled. At the end of the fiscal year four facts about 
each partner are known:— 

1. What he has received from the firm this drawing allowance 
plus his share of profits for the fiscal year). 

2. What he has contributed to the firm through work (this is the 
total of his “prorated” earnings plus any time charged to the firm). 

3. What he has contributed to the firm through business brought 
in (this is the total of bills sent out during the fiscal year in cases in which 
he was responsible attorney less any bills that went to “bad” during 
the fiscal year). 

1. What he has contributed to the firm through the profit on 
such business (this is the excess of bill over cost less the loss when cost 
exceeds bill or the bill has gone to “bad” during the fiscal year). 

Just as partners’ shares in profits are expressed in percentages, so 
these figures must be converted into percentages. 

This can be illustrated by assuming a firm with four partners, using 
round figures. and we will do the sum for Item 2—Work Done. 


Partner Value of Work Done Per Cent 
A $20,000 50. % 
B 10.000 25. 
it 7,500 18.75 
D 2.500 6.25 


$ 1 Y Y 10 100. ‘a % 


/ 
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Exactly the same thing is done for business credit and profit credit. 
Again, this will be illustrated by using the same four partners. 


Business Credit Profit Credit 


Partner Amount Per Cent 4mount Per Cent 
A $20,000 10% $4.000 10% 
B 15.000 30 2.000 20 
C 10.000 20 3.000 30 
D 5.000 10 1.000 10 
$50.000 100% $10,000 100 % 


We think these three different kinds of contribution by a partner 
to the firm are not of equal importance. We think work done is 
most important, business credit next, and profit credit last. To reflect 
the different degrees of importance we “weight” the percentages. (Any 
firm is entitled to come to its own decision about this and to use any 
weighting it likes.) Work done is weighted at 6 (multiplied by 6), 
business credit is weighted at 3 and profit credit at 1. The total is 
divided by 10. The result is still a percentage figure and that figure 
we call “Value Produced.” The following table shows the mathematics: 


Business Profit 
W ork dene Credit Credit Divided by 
i, a 3. 4. S. 6. de 10 Gives 
Part- Value 
ner w// X6 w/ xX? vi? X! 34+5+7 Produced 
A 50. 300. 40 120 40 40 460. 46, 
B 25. 150. 30 90 20 20 260. 46. 
c 18.75 112.50 20 60 30 30 202.50 20.25 
D 6.25 37.50 10 30 10 10 77.50 1.49 
100 % 600.00 100% 300% 100% 100% 1,000.00 100.00 


What each partner has received from the firm is reduced to a 
percentage and that figure is called Value Received. Let us also make 
that computation: 


Received from the Firm 


Partner {mount Per Cent 
A $10,000 10. 
B 6,000 24. 
5,000 20. 
D 1,000 16. 
$25,000 100 % 


The manager’s report will end up with two final figures for each 
partner—i.e. “Value Produced” and “Value Received.” Statistically 
each partner has produced more than he has received or has received 
more than he has produced. In the former case he has a credit and in 
the latter case a deficit. We can now state these final figures: 





Partner 


A 16. 9% 

B 26. 

& 20.25 

D 143 
100.00 % 


Value Produ ced 


Received from Firm 
0% 
24 
20 
16 


100% 





Credit Deficit 
+6 
+2 
+0.25 
—8.25 
zo $825 


perry: 





een 











There are ups and downs in law practice so that a one-year record 
is too short a time on which to base a judgment. Hence exactly the 
same figures are made up in cumulative form and embracing all years 
for which we have these records. 

These two tables (one giving the annual and the other the cumula- 
tive figures) are typed and a copy goes to every partner. He thus has 
the whole story and he has exactly the same evidential material as has 
the manager. The manager writes and sends to each partner a short 
report suggesting that one or more partners have their shares in profits 
increased and others accept decreases. The partners meet and custom- 
arily the report is accepted without debate. That fixes the share in 
profits of each partner for the next fiscal year. Having gotten over the 
tough part the partners can then relax and enjoy a squabble over 
whether the youngest junior shall have any raise in pay and if so, 
how much. 

As to juniors, the manager prepares somewhat similar tables but 
they are simpler. Figures about juniors need not be converted into 
percentages and there need be no weighting. The record sets out what 
each junior has earned by work done (measured by prorating) , business 
credit, profit on such business, hours worked, value of hours produced 
(hours worked multiplied by cost per hour) and present salary. 


It can readily be argued that all the qualities and values of a 
lawyer cannot be caught in a statistical net no matter how finely spun. 
That allegation is conceded. But the question is, what better method 
is there? It is impersonal, it is open and above-board, it does yield 
a vast amount of information, and it has been assembled in the manner 
which the partners themselves have decided to be as fair as they can 
make it and which they have incorporated into their partnership 
articles. After prescribing the method, the partnership articles do not 
say that the statistical tabulations are conclusive but that they shall 
be considered “as substantial evidence.” 

The figures are not given literal application. If a partner has a 
credit (excess of value produced over value received) of 2 points, that 
does not mean that he shall at once have his share of profits increased 
2 points. But if, year by year, the partner has been maintaining a credit 
it is evident that he should have some increase. 

Furthermore, anyone who deals with such figures is bound to be 
impressed by the fact that while the figures for one year are an in- 
adequate base, the cumulative figures as they are kept year after year 
grow progressively more accurate until they do approximate the truth 
and afford an adequate basis for judgment by a group of partners 
whose attention and desire is to deal justly with one another. 

With their internal affairs settled the partners can depart on vaca- 
tion. It remains the manager’s job to get out the Annual Report. This 
report contains the records of what the firm has done during the year 
and its cumulative records; and the individual records for each attorney 
and his cumulative records. The Annual Report serves as a convenient 
repository for all the essential facts about the firm’s life. Where tables 
of figures may be hard to grasp, they are supplemented by charts. And 
the manager seeks in the text of this report to point out the high-lights 
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of the fiscal year just closed, the weak spots and how they may be 
minimized and the good points and how they may be made better. A 
number of copies of the Annual Report are typewritten and then are 
circulated among all the partners. 

In the scope of these articles it has not been possible to include 
every detail and it has been necessary to leave out some extensions and 
refinements. That is not important because the articles are not the last 
word on the subject; they are, at best, only one of the first words on 
the subject and may serve to arouse interest and elicit comments and 
suggestions by others. 

It is believed that the basic principle herein set forth will be found 
helpful to any firm that is concerned about its office system and organi- 
zation. The exact way in which the principles can best be adapted to 
the requirements of any particular law office is for that firm itself to 
determine. 
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